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SUBJECT : Budget Coiitrol In Adiainletrativ* Plans 


25X1 A 1* At tlic xc^aeat oT _ 
office on. 4 June attended l>y 
tbe Office of tim Coc^itroiiex and 
froa Tki%. 



held I n njy 
from 


2. The puz'pose of the meeting vas once more to discuss the 
seed and application of budget ~e<»itrol machinery In administrative 
plans for certain projects. All present were absolutely convinced 
that it is iaost desirable taat certain projects be controlled in 
their i m pl eaen taticMa not by a single allcicaent of funds but by an 
operating budget having sub-allotiBents or budget limitations to 
control the amount of money which can he expended for each of the 
aajor activities or purposes approved. 


3* To illustrate the pro'cle;ii^ Project costs many 

millions of dollars each year; yet the Ageac'^pRj^t -approved 
aystem and the budget system of the Agency provide for only a 
single -all^taient control over the entire sum of money. Moreover, 
the disbursing officers and certifying officers concerned ore 
given no document ade<juately outlining the scope of approved 
activities to be undertaken nor indicating the amount of money 
CZA autborise^f^^jq^ndlture on each of the several major 
25X1 A prograais of Under such circumstances, CIA fui^s may not 

be, and fee^uenn^tfe not, expended for the balanced program as 
approved but may be freely shifted from one approved activity to 
another, or even expended for unauthorised purposes. 
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4. In this particular iroject, thiica I have selected to 
illustrate the prcAilea, the Director ha£ in the past evidenced 
direct interest that only a prescribed aaKJunt of money (ar d effort) 
be expended for each of the several s^tproved activities of 
Adeqhcbe flexibility has been given to the operating princlJS^^o 
make reasonable adjusfcaents in the budget, but major transfer of 
funds and effort, or the undertaking of new activities, is prohibi- 
ted except with CIA i^proval. 
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5 4 flMpltc tteM CU bM aot yet been able to foraaX- 

IM tbea* atlpulatloiui oo a contl naiag baaia la a& adainlatratlve 
plan for tbe KUPS at tba praaaot tlaa baa 

. otb«r axai^la} waleh, in the 

zoA IM oplaloa of RIUPS and tba Coai^troIXari aarrant aora detailed control 
tban tbat afforded by a alngle a ll o tm ent ■ A oador lapaaee exists 
la tbat the Area mvlsloae of W/l, the CQA/IKS>| the Coaptroller, 
and FAPS IteeXf have not been able to develop a budget-control 
ayetesi (nor language for the expreaaloo of eueh a ayetes for uee 
la adainietratlve plana) vhleh la autnally acceptable. 

6 . One on^or problea a^eara to be the fhet that W/? coot- 
ponente challenge the authority of the Coaq^troUer and RAPS to 
Ineart such <»ntrole into an adainietratlve plan. 


25X1 A 


7. I n oar dlacuaaiona on thie point, ve referred bac k to 
ft^ulaticffl vhlch 

places a rel^^STEIIi^^olBn^o^olV^aSn^J^^^^ve an 
adalnlstratlve plan vhleh will provldt cptlmu standards of s(xuad 
adalnlstratloa cosq^tibXs vlth security and operational cireuni- 
stances. if It Is the 0og9troller*a and PAPS' opinion that 

a project regret acre detailed budgetary control to ensure sound 
adalaietratlan^ such provisions should be incorporated into the 
adatlnlstmtlve plan, fiieeenters have the clear option to non- 
concur and the W/P and the W/k will st;^port one poeltloa or the 
other^ or the natter will be reeolved by the Director. 



6 . On thle basie it sas tiie coneensue that Project I 

would be eo handled as a test ease, and the belenee of t^ nei 
was con^med with the type of budgetary control which seened 
sanranted and the language to be ueed In setting forth the neceeaary 
retpilreaeote. 


9. /he undereigned presented to the group hie opinion that the 
best way to solve this prbblsa in a haraonlous Manner was not to 
fll^t over each Individual project, but rather to develop a coonon 
concept az>d aystca fear all appreciate projeeta. Ttae el9Q»le fact 

la that CIA has not adopted aoy Integrated concept of project approv- 
al for the planned adalnlstratlve eemtrol of projects end, idiioh is 
Most ln^portant, CIA lacks an adequate eyeten of budgetary and fiscal 
eemtrol over oparational funds. 

10. As an example of this defiel«3cy, the PPC or the Director 
apj^rove Individual injects retiring funds in excess of $2^, OCX); yet 
aiUlenns of dollars are e^jtroved for projects In eueh gaoeral terras 
that there la absolutely no aasuraace that the Monies will in fact 
be expended for the purposes the authorising official had in mind. 
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fMrtmraof, tint ftutborixlog offielaX finnot be sure tbeae tvtD&B 
vilX i»ot be escpeaded for porpoeee of vbieb be eould dieapproee^ 
iftre he ewere of then. 

11. torn ftlagXeMU^taent eyetea, ns the sole ioaepenhent 
oouatercheek to the expenditure of fh^. Is grossly Isede^ante for 
asay opemtioanl projeets ruoalag enoh into alllioos of dollsrs. 

It is n& unfortuDste tmet that the ComptroIXer Is not even furnish- 
ed vith n sueeinet stntennat of the vnrious setlTities eontesaplnted 
ehieb are being authoris*! for la^Xeasntatioa, nor with a budget 
shoving eltiier the basis upon which the total anount of funds 
requlrsd was eooq^ilsd or indieati^ the snount of funds suthorixed 
(at least In thsory) for sach of^^^tlpls activities vhich ars 
oftm included in a single pro^t. Under these elreuastsnees the 
OoqptroUsr cannot fulfill his noraal function of assuriog that tbs 
aetivltlss ooDduetsd under spseifie projsets are within the over- 
all ec^pe of the pro^t as sj^arovedj to say nothing of assuring 
that funds are not dijtferted fron cm ob^tlve eet forth in the 
project to other objectives. 

12. In tenss of the hbove^ X advised the group that it was 

ny honest conviction Umt there would never be a eeneible, generally- 
accepted eolution to these prObleas until the Agei^ nade an objec- 
tive etudy of ite over-all syete« for the plaiming, auUKurlsatlon 
and adalnletratlon of c^eratlcnaal projeete. The present uyetem 
consists of a series of umrslated (and often conflicting) regulations 
idUeh do not comiitute an adecpiate, lateiprated systea for the c<»itrol 
and direction of operational activities. 

13 . X also advised the aproup that 1 was preparing a staff study 
designed to bring out this problsa with the objective of ascurizsg 
official action to reoedy the situation. 
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